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For purposes of establishing the indirect componentof the rate of payment for 
services provided on or after April 1, 1995, the reimbursable base year costs as reported in the 
fiscal services and administrative services functional cost centers, as specified in subparagraphs (i) 
and (ii) of th is  paragraph, of a provider of services, excluding a provider of services reimbursed on 
an initial budget basis, shall not exceed the statewide average of total reimbursable base year 
administrative and fiscal service costs. For the purposes of this paragraph, reimbursable base 
year* administrative and fiscal services costs shall mean those base year administrative and fiscal 
services costs remaining after application of all other efficiency standards, including but not limited 
to, peer group ceilings or guidelines. The limitation on reimbursement for provider administrative 
and general expenses provided by this paragraph shall be expressed as a percentage reduction of 
the operating cost component of the rate promulgated for each residential health care facility. 

*For most facilities, the base year is 1983, however, new facilities or facilities that changed 
ownership will be on a more current base year which reflects the date of new ownership or the 
change in ownership. 
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Medicare Utilization. (1) Prior to February 1. 1996, the Commissioner of health shall calculate 
the result of the statewide total of residential health care facility days of care provided to Medicare 
beneficiaries, divided by the sum of such days of care plus days of care provided to residents 
eligible for Medicaid payments, expressed as a percentage, for the period commencing July 1,  
1995 to the las t  date for which such data is available and reasonably accurate. This value shall be 
called the statewide target percentage. 

(2) Prior to February 1, 1996, the commissioner of health shall calculate the result of the 
statewide total of residential health care facility days of care provided to Medicare beneficiaries, 
divided by the sum of such days of care plus days of care provided to residents eligible for 
Medicaid payments, expressed as a percentage, for the period April 1 ,  1994 through March 31, 
1995. This value shall be called the statewide base percentage. 

(3) If the statewide target percentage is not at least one percentage point higher than the 
statewide base percentage, the commissioner of health shall determine the percentage by which the 
statewide target percentage is not at 



least one percentagercentage point higher 
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than the statewide base percentage. The percentage calculated 

pursuant to this paragraph shall be called the statewide reduction percentage. If  the statewide 

target percentage is at least one percentage point higher than the statewide base percentage, the 

statewide reduction percentage shall be zero. 

(4)The statewide reduction percentage shall be multiplied by thirty-four million dollars to 

determine the statewide aggregate reduction amount. If the statewide reduction percentage shall be 

zero, there shall be no reduction amount. 

(5) The statewide aggregate reduction amount shall be allocated by the commissioner of 

health among residential health care facilities that are eligible to provide services to Medicare 

beneficiaries and residents eligible for Medicaid payments on the basis of the extent of each 

facility's failure to achieve a one percentage point increase in the target percentage compared to the 

base percentage, calculated on a facility specific basis for this purpose, compared to the statewide 

total of the extent of each facility's failure to achieve a one percentage point increase in the target 

percentage cornpared to the base percentage. This amount shall be called the facility 
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specific reduction amount. 

(6) The facility specific reduction amount shall be due to the state from each residential 

health care facility and may be recouped by the state in a lump sum amount or amounts from 

Medicaid payments due to the residential health care facility. 

(7) On or about June 1,  1996, the commissioner of health shall calculate for the period 

July  1, 1995 through March 31, 1996 a statewide target percentage, a statewide reduction 

percentage, a statewide aggregate reduction amount, and a facility specific reduction amount in 

accordance with the methodology provided in paragraphs 1, 3,4, and 5 of this provision. The 

facility specific reduction amount calculated in accordance with this paragraph shall be compared 

to the facility specific reduction amount calculated in accordance with paragraph 5 of this provision. 

Any amount in excess of the amount determined in accordance with paragraph 5 of this provision 

shall be due to the state from each residential health care facility and may be recouped in the same 

manner as specified in paragraph 6 of this provision. If the amount is less than the 



amount determined in accordance with paragraph 5 of this provision, the difference shall be 

refunded to the residential health care facility by the state no later than July 15, 1996. Residential 

health care facilities shall submit utilization data for the period July 1, 1995 through March 31, 

1996 to the commissioner of health by April 15, 1996. 
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(f)1 (1) On or about September firstof each year, the 
consultants shall provide tothe Commissioner and the State 
Hospital Review and Planning Council, the methodologyto be used 
to determine the trend factors for the rateperiod, commencing on 
the next January first. The Commissioner shall monitor the 
actual price movements during these periods of the external price
indicators used in the methodology, shall report the resultsof 
the monitoring to the consultants and shall implement the 
recommendations of the consultants for one prospective interim 
annual adjustment to the initial trend factorsto reflect such 
price movements andto be effective on January first, one year
after the initial trend factors were established and one 
prospective final annual adjustmentto the revised trend factors 
to reflect such price movements andto be effective on January
first, two years after the initial trend factors were 
established. 

( 2 )  Notwithstanding the dates specified in paragraph 
(11, the consultants shall provideas soon as possible to the 
Commissioner and the State Hospital Review and PlanningCouncil, 
the methodology to be used to determine the trend factor for the 
rate period April 1, 1991 to December 31, 1991. One prospective
interim annual adjustment for this rate period shall be madeon 
January 1, 1992 and one prospective final annual adjustmentf o r  
this rate period shallbe made January 1, 1 9 9 3 .  
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medical supplies, administrative overhead, general and capital costs. The rates are regionally 
adjusted to reflect differences in labor costs for personnel providing direct patient care and 
clinic support staff. The rates have been set prospectivelyby applying an economic trend 
factor. 

For services provided on or after April 1, 1995 by providers designatedas preferred primary 
care providers, rates of payment maybe established pursuant to the reimbursement payment 
methodology describedin this section onlyfor services provided by providers which submitted 
bills prior to December 31, 1994 based onthe reimbursement payment methodology described 
in this section, or by a general hospital designatedas a financially distressed hospital, which 
applied on or before April 1, 1995 for designation as a preferred primary care provider. The 
reimbursement methodology describedin this section is an alternativeto the prospective 
average cost per visit reimbursement method usedfor non-participating hospitals. There are 
unique features presentin the reimbursement program designedto encourage provider 
participation andfoster quality of care. The most notable of these is the financial responsibility 
of providers for selected laboratory and other ancillary proceduresand Medicaid revenue 
assurances. Financial incentives are employed (within limitations) under this system to assure 
that these and other features are complied with. 

Ordered Ambulatory Services (specific servicesperformed by a [freestanding clinic] 
hospital on an ambulatory basis uponthe order of a qualified physician, physician's 
assistant, dentist or podiatrist to test, diagnose ortreat a recipient or specimen 
taken from a recipient) 

Fee schedule developed by the Department of Health and approved bythe Division of 
the Budget for each type of service, as appropriate. 

Payment for these sewices will not exceed the combined 
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For purposes of establishing the indirect componentof the rate of payment for 
services provided on or after April 1, 1995, the reimbursable base year costs as reported in the 
fiscal services and administrative services functional cost centers, as specified in subparagraphs (i) 
and (ii) of t h i s  paragraph, of a provider of services, excluding a provider of services reimbursed on 
an initial budget basis, shall not exceed the statewide average of total reimbursable base year 
administrative and fiscal service costs. For the purposes of this paragraph, reimbursable base 
year* administrative and fiscal services costs shall mean those base year administrative and fiscal 
services costs remaining after application of all other efficiency standards, including but not limited 
to, peer group ceilings or guidelines. The limitation on reimbursement for provider administrative 
and general expenses provided by this paragraph shall be expressed as a percentage reduction of 
the operating cost component of the rate promulgated for each residential health care facility. 

*For most facilities, the base year is 1983, however, new facilities or facilities that changed 
ownership will be on a more current base year which reflects the date of new ownership or the 
change in ownership. 
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Medicare Utilization. ( 1 )  Prior to February 1. 1996, the commissioner of health shall calculate 
the result of the statewide total of residential health care facility days of care provided to Medicare 
beneficiaries, divided by the sum of such days of care plus days of care provided to residents 
eligible for Medicaid payments, expressed as a percentage, for the period commencing July 1, 
1995 to the last date for which such data is available and reasonably accurate. This value shall be 
called the statewide target percentage. 

(2) Prior to February 1, 1996, the commissioner of health shall calculate the resultof the 
statewide total of residential health care facility days of care provided to Medicare beneficiaries, 
divided by the sum of such days of care plus days of care provided to residents eligible for 
Medicaid payments, expressed as a percentage, for the period April 1, 1994 through March 31, 
199s. This value shall be called the statewide base percentage. 

( 3 )  If the statewide target percentage is not at least one percentage point higher than the 
statewide base percentage, the commissioner of health shall determine the percentage by which the 
statewide target percentage is not at 



86-2.10 (6/95) -

Attachment 4.19-1) 

Part I 


least one percentage point higher than the statewide base percentage. The percentage calculated 

pursuant to this paragraph shall be called the statewide reduction percentage. If the statewide 

target percentage is at least one percentage point higher than the statewide base percentage, the 

statewide reduction percentage shall be zero. 

(4)The statewide reduction percentage shall be multiplied by thirty-four million dollars to 

determine the statewide aggregate reduction amount. If the statewide reduction percentage shall be 

zero, there shall beno reduction amount. 

(5) The statewide aggregate reduction amount shall be allocated by the commissioner of 

health among residential health care facilities that are eligible to provide services to Medicare 

beneficiaries and residentseligible for Medicaid payments on the basis of the extent of each 

facility’s failure to achieve a one percentage point increase in the target percentage compared to the 

base percentage, calculated on a facility specific basis for this purpose, compared to the statewide 

total of the extent of each facility's failure to achieve a one percentage point increase in the target 

percentage compared to the base percentage. This amount shall be called the facility 
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specific reduction amount. 

(6) The facility specific reduction amount shall be due to the state from each residential 

health care facility and may be recouped by the state in a lump sum amount or amounts from 

Medicaid payments due to the residential health care facility. 

(7) On or about June 1,  1996,the commissioner of health shall calculate for the period 

July 1, 1995 through March 31, 1996 a statewide target percentage, a statewide reduction 

percentage, a statewide aggregate reduction amount, and a facility specific reduction amount in 

accordance with the methodology provided in paragraphs 1, 3,4,and 5 of this provision. The 

facility specific reduction amount calculated in accordance with this paragraph shall be compared 

to the facility specific reduction amount calculatedin accordance with paragraph 5 of this provision. 

Any amount in excess of the amount determined in accordance with paragraph 5 of this provision 

shall be due to the state from each residential health care facility and may be recouped in the same 

manner as specified in paragraph 6 of this provision. If the amount is less than the 



86-2.10 (6/95) -

Attachment 4.19-D 

Part I 


amount determined in accordance with paragraph 5 of this provision, the difference shall be 

refunded to the residential health care facility by the state no later than July 15, 1996. Residential 

health care facilities shall submit utilization data for the period July 1 ,  1995 through March 31, 

1996 to the commissioner of health by April 15, 1996. 
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(f)(1) On or about September first of each year, the 
consultants shall provide to the Commissionerand the State 
Hospital Review and Planning Council, the methodology to be used 
to determine the trend factors for the rateperiod, commencing on 
the next January first. The Commissioner shall monitor the 
actual price movements during these periods of the price
indicators used in themethodology, shall report the results of 
the monitoring to theconsultants and shall implement the 
recommendations of the consultants for one prospective interim 
annual adjustment tothe initial trend factors to reflect such 
price movements and tobe effective on January first, one year
after the initial trend factorswere established and one 
prospective final annual adjustment to therevised trend factors 
to reflect such price movements and tobe effective on January
first, two years after the initial trend factors were 
established. 
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medical supplies, administrative overhead, general and capital costs. The rates are regionally 
adjusted to reflect differences in labor costs for personnel providing direct patient care and 
clinic support staff. The rates have been set prospectively by applying an economic trend 
factor. 

For services provided on orafter April 1, 1995 by providers designatedas preferred primary 
care providers, rates of payment maybe established pursuantto the reimbursement payment 
methodology describedin this section only for services provided by providers which submitted 
bills prior to December 31, 1994 based on the reimbursement payment methodology described 
in this section, or by a general hospital designatedas a financially distressedhospital, which 
applied on or before April 1, 1995 for designation as a preferred primary care provider. The 
reimbursement methodology describedin thissection is an alternative to the prospective 
average cost per visit reimbursementmethod used for non-participatinghospitals. There are 
unique features presentin the reimbursement program designedto encourage provider 
participation and foster quality of care. The most notableof these is the financial responsibility 
of providers for selected laboratory and other ancillary proceduresand Medicaid revenue 
assurances. financial incentives are employed (within limitations) under this system to assure 
that these and other features are compliedwith. 

Ordered Ambulatory Services (specific servicesperformed by a [freestanding clinic] 
hospital on an ambulatory basis uponthe order of a qualified physician, physician's 
assistant, dentist or podiatrist to test, diagnose or treat a recipient or specimen 
taken from a recipient) 

Fee schedule developed bythe Department of Health and approvedby the Division of 
the Budget for each type of service, as appropriate. 

Payment for these serviceswill not exceed the combined 


